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Council of American Institute of 
Accountants 


A regular meeting of the council of the 
American Institute of Accountants was 
held at 10 A. M., April 12th, at the offices of 
the Institute, 135 Cedar street, New York. 
William H. West, president of the Institute, 
presided. 

The treasurer’s statement of accounts 
and the report of the secretary were read 
and accepted. 

The board of examiners reported that 
certain changes had been made in the rules 
of the board. The passing mark in com- 
mercial law has been raised to 75 per cent. 
and the following rule has been adopted: 


Every applicant who shall apply for admission as 
member or associate of the American Institute of 
Accountants on and after March 1, 1926, claiming 
credit for having passed any examination other than 
examinations conducted directly by the board of 
examiners of the Institute shall be required to appear 
in person before the board or its duly appointed 
representative. The board may appoint any mem- 
ber of the Institute residing near the residence of the 
applicant as its representative. 


The board recommended to the council 
that the examination fees for advancement 
from associate to full membership should be 
reduced, and accordingly it was resolved 
that a fee not to exceed $10 should be fixed 
by the board of examiners. 

The board recommended thirteen asso- 
ciates for advancement to membership and 
the election of six members and nine as- 
sociates. 

The report of the executive committee 
reviewed the work of the Institute during the 
period of the last seven months. Certain 
sales and purchases of securities were 
reported. Among other matters contained 


in the report was reference to an action of the 
executive committee authorizing counsel of 
the Institute to participate on behalf of the 
Institute in a case before the Massachusetts 
courts involving the ownership of account- 
ants’ working papers. The action of the 
committee was unanimously approved. 

The committee on professional ethics 
recommended that the committee on educa- 
tion should encourage schools of account- 
ancy to include in the curriculum instruc- 
tion in the principles of professional ethics. 
This recommendation was approved. 

The committee on constitution and by- 
laws reported progress in the codification 
of the constitution and by-laws. It was 
resolved that the draft prepared by the 
committee should be submitted to the - 
members of council for approval and then 
be placed before the counsel of the Institute 
to report upon the legal features of the 
document. 

A draft of a so-called model C. P. A. bill 
which has been under consideration by the 
committee on state legislation was reported 
to the council and referred with power to 
the executive committee and the committee 
on state legislation. 

The report of the special committee on 
administration of endowment indicated a 
substantial increase in the activities of the 
library and bureau of information. The 
report recommended that the library should 
be further extended to include not only 
matters relating directly to accountancy 
but also historical and statistical data which 
might be of value to accountants. The 
committee also recommended that a bureau 
of research should be established to under- 
take the study and report upon questions 
of interest to the accounting profession. 
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The suggestions of the committee were 
unanimously approved. 

Discussion of the work of the special 
committee for placements led to a consid- 
eration of the seasonal fluctuation in the 
employment of accountants. It was re- 
solved that a special committee be ap- 
pointed by the president to study the ques- 
tion of the calendar versus the fiscal year 
and to consider ways by which industries 
might be induced to favor the adoption of 
the natural business year rather than an 
arbitrary calendar date. 

The special committee on public affairs 
presented a report reviewing the activities 
of the committee and drawing particular 
attention to the difficulty in financing the 
work of the bureau. Certain recommenda- 
tions relative to the question of finance 
were referred to the meeting of council to 
be held in September, 1926, when the report 
of the committee on budget and finance 
would be under consideration. On recom- 
mendation that the personnel of the com- 
mittee be increased to thirty members it 
was resolved that the president be author- 
ized to appoint additional members of the 
special committee on public affairs, the 
total not to exceed thirty. 

The special committee on taxation did 
not present a formal report but reviewed 
the work which had been done and was in 
hand. 

Charles R. Whitworth of Chicago was 
elected to fill a vacancy in the board of 
examiners caused by the resignation of 
Ernest Reckitt. 

The president was authorized to appoint 
delegates to attend the fourteenth annual 
meeting of the Chamber of Commerce of 
the United States of America to be held in 
Washington, D. C., in May, 1926. 

A. S. Fedde, New York was appointed as 
one of the representatives of the Institute 
to attend the International Congress of 
Accountants to be held in Amsterdam, 
Holland, July 5, 6, 7, 8, 9, 1926. 

The meeting adjourned. 


Accountants Oppose New York Bill 


A measure to regulate the practice of 
public accounting in New York has recently 
been introduced at Albany, in senate and 
assembly. The proposed law is known as 
the Hutchinson-Downing bill. It is similar 
to the Phelps-Downing bill and the McGin- 


nies bill of former years. The bill provides 
for restricting the practice of accountancy 
exclusively to certifiied public accountants 
but also contains a waiver clause whereby 
certificates may be granted without exami- 
nation to all accountants engaged in public 
practice, subject to requirements regarding 
citizenship, education, age, length of prac- 
tice, etc. 

A hearing on the bill took place at Albany 
on March 30th, when opposition was offered 
by representatives of several organizations. 
The opposition was led by the New York 
State Society of Certified Public Account- 
ants, whose argument was presented by 
Kenneth McEwen, counsel for the society. 
The Institute was represented by William 
H. West, president, Lewis G. Fisher, chair- 
man of the committee on state legisla- 
tion, and others. D. W. Springer repre- 
sented the American Society of Certified 
Public Accountants; Benjamin Aaronson 
spoke on behalf of a committee of unaf- 
filiated certified public accountants and 
Jacob Shapiro represented the federal rev- 
enue agents. 

The grounds upon which this measure 
was opposed are: (1) The possible uncon- 
stitutionality of the bill, in the light of 
recent decisions in Oklahoma and Illinois; 
(2) the tendency of the bill to lower the 
standard of the present C. P. A. certificate 
of New York for some time to come; (3) 
undesirability of the type of restrictive legis- 
lation represented by the bill. 

The assistant commissioner of education 
spoke in favor of the bill. It was supported 
also by Perley Morse, representing the Ac- 
countants’ Legislation Conference. 


New Society Proposed in Ontario 


Representatives of a group of account- 
ants of Ontario, not chartered, petitioned 
the governor, February 15th, for the right 
to set examinations and to create a standard 
of qualification for prospective accountants 
other than the title “chartered accountant.” 

Subsequently, an act to incorporate the 
Association of Accountants in Ontario, pro- 
viding for the issuance of the title “‘licentiate 
in accountancy,’ was introduced in the 
legislature. 

The Institute of Chartered Accountants 
opposed the bill at a hearing held March 
11th, on the ground that there should be 
only one professional standard, and that 
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this need was already adequately fulfilled 
by the Institute. The supporters of the new 
bill claimed that the growth of the chartered 
accountants’ body has been disproportion- 
ately slow; that its restrictions are too rigor- 
ous, and that it bars from practice as rec- 
ognized accountants a large number of 
well qualified men. 

The new association would admit ac- 
countants who have practised in Ontario 
for three consecutive years and satisfy cer- 
tain other requirements. Students who 
pass the prescribed examination might also 
be admitted, and a reciprocity provision 
would grant membership to members of 
other accountants’ societies, in the discre- 
tion of the board of governors. Members of 
the new organization would be permitted to 
use the designation “‘L. A.” 


Development of Accountancy in 
Pennsylvania 


At a meeting of the Pennsylvania In- 
stitute of Certified Public Accountants, 
February 18, 1926, attended by some thirty 
candidates who had recently passed the 
C. P. A. examinations, Adam A. Ross de- 
livered an address on Pennsylvania’s con- 
tribution to accountancy development in 
America. The text of the speech, in part, is 
as follows: 


The profession of the public accountant had its rise, 
speaking from memory of what our limited historical 
works tell us, in the financial activities and complexi- 
ties which had their origin in the era of railroad 
construction in England in the 1830’s and 1840's. 
By that time it would seem that what is known as 
the industrial revolution, which began around 1760 
in our western civilization, and which was given mo- 
mentum by the application of steam to mechanical 
power, and later the invention of the cotton gin in 
1795, had so changed economic conditions that more 
rapid travel, the growth of manufacturing and the 
distribution of manufactured goods had made finance 
and commerce so complex that specialists in ac- 
counting began to receive their first real call from 
the business public—much as corresponding devel- 
opment in the United States resulted, forty or fifty 
years or so later, in the founding of the profession in 
this country. Steady development and natural 
growth seem to have taken place in the next few 
decades until the several Institutes of Chartered 
Accountants in Scotland and in England and Wales 
came into being as a natural sequence; the Scottish 
Societies in 1853-1867 and the local societies in 
England in the 1870's, merged in 1880 into the pres- 
ent Institute of Chartered Accountants in England 
and Wales. From these societies, which were all 
founded on high standards of ethics, education and 
practice, we have inherited much, and we would do 
well to endeavor to maintain our craft in this coun- 
try on the same high plane. Education and thorough 


preparation, with a system of articled apprenticeship, 
or articled clerks, as they are called, together with 
British thoroughness were among their foundation 
stones. There must have been some virtue in their 
creed and method, for the profession in Great Britain, 
and British trained accountants generally throughout 
the world, have maintained their high standing and 
seem particularly to have held the confidence of 
the great banking houses. 

The profession there, as here, seems to have 
steadily grown in the public esteem and especially 
during the great war to have received special recog- 
nition from government. A number of the profes- 
sion’s best exponents had from time to time the 
honor of knighthood bestowed upon them for highly 
meritorious services rendered to the empire in those 
critical times, a number of whom like Sir Hardman 
Lever, Sir William Plender and Sir Arthur Lowes 
Dickinson, are well known to many of us in this 
country. I recall when in London a few years since, 
that the Lord Mayor, just elected or about to be 
elected, was a chartered accountant who also en- 
joyed the distinction of knighthood. As you know, 
when the late Lord Northcliffe died, the London 
Times was purchased by public-spirited capitalists, 
who determined to ensure that that great journal 
should be fixed as and should remain permanently a 
national institution, and for that purpose provided 
by trust deed that the incumbents of certain high posi- 
tions in the financial and professional life of Great 
Britain should hold or dominate the property for 
that purpose. Among the number so nominated 
was to be the incumbent of the office of president of 
the Institute of Chartered Accountants in England 
and Wales. 

I was impressed with the apparent standing of 
our brethren in that ancient city. Some of them 
seem to preside at annual meetings of shareholders 
of corporations. These meetings seem to be rather 
less cut and dried than such meetings here, and the 
chairman’s or managing director’s remarks are fre- 
quently first-class reviews of the year’s economic 
and financial history, for which many of them are 
well qualified. The annual addresses of such men as 
Mr. Reginald McKenna, chairman of the Great 
Midland Bank, make tip-top reading, and I have 
noted in the meetings as reported in full detail in the 
London Times, that the company’s elected auditor 
will sometimes be called on for remarks or expla- 
nation. 

All this is not to suggest that the profession in the 
United States has not made corresponding progress. 
It has made stupendous strides and its members are 
now beginning to receive corresponding recognition, 
well deserved in every way. In nearly forty years 
of close connection with its development, I can 
see how greatly it has expanded and how its mem- 
bers have grown to larger stature. 

The first body of public accountants to form a 
permanent organization in the United States came 
together in New York in 1886 and the American 
Association of Public Accountants was the result. 
Pennsylvania accountants were charter members 
thereof, but it developed rather into a New York or- 
ganization. Its scope and activities were not of 


really national character until after the first Con- 
vention of Accountants held at Saint Louis during 
the World’s Fair of 1904. That convention was pro- 
moted largely by our fellow member, Mr. George 
Wilkinson, who together with his friends formed the 
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Federation of Societies of Public Accountants, which 
was country wide in its scope and membership. 
The American Association and the Federation 
became one in 1905, and changed later into the 
present American Institute of Accountants. 
As you know, our society was organized in 1897. 
The Pennsylvania C. P. A. act became law in 1899 
and the Pennsylvania Institute became a chartered 
organization in 1904. Of the fifteen charter mem- 
bers who organized in 1897, eight have passed on and 
seven are still in the harness—four in Philadelphia, 
two in New York and one, temporarily at least, in 
Berlin. 
In all reviews of the history of our own Pennsyl- 
vania organization the names of four men seem al- 
ways to come to the front. They appear in every 
sketch I have ever read of our society: 
Mr. — Francis, who began public accounting 
in 

Mr. Charles N. Vollum, who began public account- 
ing in 1875. 

a _ Heins, who began public accounting in 

Mr. Lawrence E. Brown, who began public ac- 
counting in 1882. 

In this connection I can not do better than quote 
from Mr. J. E. Sterrett’s address submitted at the 
Institute’s 25th anniversary, regarding these men. 

“As a help to future planning in professional 
things, my mind frequently reverts, and especially 
in this twenty-fifth anniversary year, to four men, 
gentlemen unafraid, who were giants in the organiza- 
tion and early development of the Pennsylvania In- 
stitute and of the profession of accountancy in this 
country. In the order of their passing their names 
were John Heins, John W. Francis, Charles N. Vol- 
lum and Lawrence E. Brown. It would not be fitting 
in the presence of those who knew some of these men 
intimately for me to discuss in detail their lives or 
their characteristics, but I crave the opportunity of 
paying a brief tribute of profound respect and high 
regard to each one of them. 

“Mr. Heins, a virile figure, broad of vision, posi- 
tive in his opinions and like all the others, rock- 
ribbed in his integrity, was, by common consent, our 
first president. Mr. Francis, a mild, modest, kindly 
man, wise in counsel and sound in judgment, was my 
intimate business associate for ten years, and though 
he passed over to the other side more than twenty 
years ago he walks with me still. Mr. Vollum, keen, 
shrewd, passionately devoted to every professional 
duty, was our leader in all matters legislative and 
the chief of our examining board through many 
years. During the later of these years it was my 
— e to share that work with him in a most de- 
ightful association. Mr. Brown, whose passing has 
been so recent, was the only one of the four spared 
to cross the actual date of our twenty-fifth anniver- 
sary. Always earnest in things that would make for 
the good of the profession, his unwillingness to ap- 
ene in public meetings deprived many of our mem- 

rs of a knowledge of his personal charm and his 
kindly nature. Born in the south, he served in a 
Confederate cavalry regiment through the civil war. 
I vividly remember meeting him opposite Inde- 
pendence Hall on that July day when we were both 
thrilled by the news of the battle of Santiago. 
Greeting me with a warm handclasp, with genuine 
joy, he exclaimed that ‘at last the north and south 
are united!’ He bore on his body the marks of 


wounds he received in fighting for his convictions 
and no less earnestly in his daily work did he exem- 
plify qualities of honesty and courage. 

“These men all began their work as accountants 
in the day of small things when the opportunities 
were few and the rewards meagre, but they believed 
that they were founding a profession and not a trade. 
To it they gave unsparingly of their best and the 
attainments of the present are a perpetual memorial 
tothem. Can not we, in the memory of their abound- 
ing faith and quickening service, derive new strength 
and enthusiasm to carry on until they, through us, 
are made perfect?” 

Theimmediate successors of the older pioneers have 
carried on in the same spirit and have borne with 
fine zeal and unselfishness their share and more in 
the consolidating and further upbuilding of our grow- 
ing profession. A number of them held high office 
from time to time in the national organization—two 
of them presidents. Indeed the influence of Penn- 
sylvania in national accountancy affairs has always 
been important. One of them has since been presi- 
dent of the New York State Society of Certified 
Public Accountants. Another has for a long period 
of time given service of the greatest value to his 
country, both during the war and since, in work of 
the highest importance as active adviser of the 
United States treasury. He is at present located in 
Berlin, as a member of the very responsible transfer 
committee under the agent general for reparation 
payments as chairman ex officio—a Pennsylvania boy 
on a committee composed of one American, one 
Frenchman, one Britisher, one Italian and one Bel- 
gian. This is the committee, it would seem, that ac- 
tually provides for the methods of paying over, 
caring for and recording the German indemnities, 
under the Dawes plan. We have every reason for 
pride in his achievements. 

The literary contributions of these and other 
membesr of this Institute are well known to every 
accountancy student. In quantity and quality it is 
doubtful if any group in our profession has contrib- 
uted more to our literature and furthermore to 
actual accountancy instruction as full professors in a 
number of our great universities and as special lec- 
turers in other schools. It would surprise most of 
us if we listed the books and articles they have pro- 
duced and written during their teaching connections, 
and every one of them at the same time engaged in the 
active practice of his profession from day to day. I 
don’t need to give names, you all know who they are, 
both those who are with us and those who have 
passed on. 

In an organization with such traditions and such a 
past, it ought not to be difficult for younger men 
entering it and the active practice of their profession 
to become inspired with the spirit of those who have 
so abundantly and so ably and in such fine spirit 
given of themselves for an ideal. Some of them have 
made a money success, but largely, I like to think, 
as a by-product. The flavor of commercialism that 
seems to attach in more recent years to the methods 
of some practitioners, had no place in the bright 


lexicon of the pioneers of this Institute and their 
immediate successors. 

The benefits to be derived from membership in 
this organization, you will find, will be in direct pro- 
portion to what you put into it; in fact the reflex 
action involved in your efforts to contribute some- 
thing to the general fund will result in the giver re- 
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ceiving more than he gives. The Institute wants 
every certified Pennsylvania accountant to join its 
ranks and will welcome everyone to the privilege 
of service; feeling sure that it can repose faith and 
confidence in your carrying the banner onward in 
the spirit of ‘‘setting the cause above renown, to 
love the game beyond the prize.” 


‘‘Leveling the Peaks and Valleys of 
Business”’ 


The chamber of commerce of the United 
States has issued a bulletin, entitled ‘‘ Level- 
ing the peaks and valleys of business,’’ and 
has offered to supply copies to members of 
the American Institute of Accountants who 
may be interested in receiving them. The 
bulletin, No. 38, urges that trade and pro- 
fessional associations set up effective ma- 
chinery for the gathering, compilation and 
distribution of statistics. The purpose of the 
bulletin is to educate industrial executives 


to recognize the value of statistics in the 
management and direction of their respec- 
tive businesses. Copies of the bulletin may 
be obtained gratis from the offices of the 
Institute, 135 Cedar street, New York. 


Quarterly Meeting of the English- 
Speaking Accountants in Paris 


The quarterly luncheon and meeting of 
the English-speaking accountants in Paris 
was held at the Restaurant le Cardinal, on 
Wednesday, March 17, 1926. E. d’Errico 
presided and a short discussion on fiscal 
matters took place. Mr. d’Errico and 
Charles H. Evans were elected to fill two 
vacancies on the committee for the ensuing 
year and Oscar Fawcett was re-elected 
secretary. The proceedings terminated with 
a vote of thanks to the chairman. 


REGIONAL MEETINGS 


Boston 


A regional meeting will be held at Boston 
in June. Details will be announced later. 


Cleveland 


A regional meeting for the district com- 
prising Indiana, Ohio, Virginia, Michigan, 
West Virginia and the western sections of 
Pennsylvania and New York will be held at 
Cleveland on May 22nd. A departure from 
the usual custom of confining the subjects 
presented at regional meetings to papers 
on technical subjects has been announced. 
“The American Institute of Accountants— 
some of its permanent and continuing activi- 
ties’’ will be the general topic of discussion. 
The papers and talks will be given by officers, 
committee chairmen and past presidents of 
the Institute. The exact purposes, aspira- 
tions and functions of the Institute will be 
thoroughly and concisely presented. It is 
hoped that many accountants and business 
men interested in accountancy who are not 
members of the Institute will be present on 
this occasion. The programme, as tenta- 
tively drawn up, is as follows: 


CLEVELAND, OHIO, MAY 22, 1926 
The American Institute of Accountants—Some of its 
Continuing and Permanent Activities 


Discussions 


duction by Carl H. Nau, past president of the 
Institute. 

The American Institute of Accountants—William 
H. West, president of the Institute. 

The genesis, growth and aims of the Institute—W. 

anders Davies, first president of the Institute. 

Accountancy education—A. S. Fedde, chairman of 
the board of examiners. 

From Wickersham to Mellon in tax legislation— 
Edward E. Gore, chairman of the committee 
on federal legislation. 

C. P. A. legislation—L. G. Fisher, chairman of the 
committee on state legislation. 

Coéperation with bankers—F. H. Hurdman, mem- 
ber of the committee on codperation with 
bankers. 

The Institute and public service—George S. Olive, 
member of the special committee on public 
affairs. 

Professional ethics—Ernest Reckitt, chairman of 
the committee on professional ethics. 

The spirit of the Institute—A. P. Richardson, secre- 
tary of the Institute. 


Jackson 


A regional meeting of the district com- 
prising Louisiana, Mississippi, Alabama, 
Tennessee, Arkansas, Texas and Oklahoma 
will be held at Jackson, Mississippi, May 
10th and 11th. W. Q. Sharp, general chair- 
man, has been active in making prepara- 
tions and has appointed the following men 
to serve on the committee, each being 
responsible for the representation from his 
respective state: L. E. Crook, Mississippi; 


The how and why of the programme—a brief introe W. O. Ligon, Oklahoma; Loyd B. Smith, 
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Texas; George A. Treadwell, Louisiana; 
H. W. Hennegin, Arkansas; F. Hopkinson 
Smith, Alabama, and Edward S. Elliott, 
Tennessee. All who are interested in ac- 
countancy are cordially invited to attend 


the meeting. The programme as outlined 
is as follows: 


JACKSON, MISSISSIPPI, MAY 10 AND 
11, 1926 


American Institute of Accountants, guests of the Mis- 
sissippi Association of Certified Public Accountants. 
Monday, May 10, 1926. 


8.30 to 10.30 A. M.—Registration. 


Morning Session 
Invocation. 
Welcome to Mississippi—Governor Henry L. 
Whitfield. 
Welcome to Jackson—Mayor Walter A. Scott. 


Welcome from Mississippi accountants—L. A. 
Williams. 


Response. 

Archie M. Smith, presiding. 

The American Institute—A. P. Richardson. 
The Mississippi Association—Nelson Taylor. 
1 P. M.—Luncheon. 


Afternoon Session 
States’ meeting, Lewis Crook, presiding. 
Response of states: 
Alabama—F. Hopkinson Smith. 
Arkansas—H. W. Hennegin. 
Louisiana—George A. Treadwell. 
Oklahoma—William O. Ligon. 
Tennessee—Edward S. Elliott. 
Texas—Loyd B. Smith. 
Address—William H. West, president of the Ameri- 
can Institute of Accountants. 
7.30 P. M.—Supper. 
The traditional background for the ethical practi- 
tioner in our professions—Hon. Fred Lotterhos, 
lawyer. 


Tuesday, May 11, 1926 


Morning Session 
Taylor E. Cress, presiding. 
The accountant—Ernest Reckitt. 
The accountant and the lawyer—W. H. Watkins, 


lawyer. 

The certified balance-sheet—L. M. Gaddis, presi- 
dent of the Jackson State national bank. 

The investor and the accountant—E. G. Flowers. 

The accountant and the income-tax return—De 
Quincy Sutton, commissioner of income tax of 
Mississippi. 

Discussion. 

1 P. M.—Luncheon. 


Afternoon Session 
H. W. Hennegin, presiding. 
The university and the accountant—G. V.W. Lyman, 
instructor in accounting, Tulane University. 


Business Session—8 P. M. 
Banquet—Dancing 


Minneapolis 


There will be a regional meeting of the 
Institute at Minneapolis, May 15th. This 
region comprises Minnesota, Wisconsin, 
Illinois, Iowa, Nebraska, Missouri, Kansas 
and Kentucky. Preparations are well 
under way, but the programme has not yet 
been made available for publication. It is 
expected that many prominent men will 
speak at the meeting. The month of May 
is the most pleasant season of the year in 
Minneapolis, and every indication points 
toward a very successful gathering. R. T. 
Schneider is in charge of arrangements. 
All accountants of the district are urged to 
attend. 


BOARD OF EXAMINERS 


The examinations of the American In- 
stitute of Accountants will be conducted 
May 13th and 14th. The examinations 
will be held in New York at the offices of 
the Institute, in Chicago and in other cities 
which have not yet been finally selected. 
It is expected that more than 30 states and 
territories will coGperate with the Institute 


in the conduct of the spring examinations, 
using the questions prepared by the Insti- 
tute examiners. 

A ballot accompanies this Bulletin, con- 
taining names of applicants who have been 
recommended by the board of examiners for 
election. The council voted to elect these 
applicants at the meeting of April 12th. 


STATE LEGISLATION 


Many bills of interest to accountants 
have been introduced in various state 
legislatures, but in New York alone has 
legislation been proposed directly to regu- 
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late the practice of public accountancy. 
Following is a brief summary of the bills 
directly or indirectly affecting the pro- 
fession. 
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Kentucky 


Senate bill 127 has been approved by the 
governor of Kentucky and will be incor- 
porated into the laws of 1926. This bill 
relates to a uniform system of accounting 
in state and county governments and 
provides for penalties for violation of the 
provisions of the statute. The legislature 
of Kentucky adjourned sine die March 17th. 


Massachusetts 


Massachusetts senate bill 15, relating to 
audits of municipal accounts by the director 
of accounts, was approved by the governor. 
It has become chapter 128 of the laws of 
1926. The bill provides that an audit of 
accounts of all cities and towns of the 
commonwealth of Massachusetts except 
Boston shall be made at least once in two 
years. 

Mississippi 

The legislature of Mississippi has passed 
senate bill 286 which provides for a codifi- 
cation of the privilege license fees now 
current in the state. The fee for public 
accountants is $50 annually. The Missis- 
sippi legislature adjourned sine die March 
19th. 

New York 


Four bills to regulate the practice of 
public accountancy in New York have been 
introduced. The bill known as the Hutch- 
inson-Downing bill, (assembly bill 1627, 
senate bill 1290) has been introduced 
simultaneously in assembly and senate. 
This bill provides that no one shall practise 
public accounting in New York except 
certified public accountants of New York, 
although accounting work involved in 
preparation of tax returns is not included 
under this ban. The bill makes it possible 
for public accountants who have practised 
in the state for three years to obtain a 
degree of certified public accountant with- 
out examination, subject to certain re- 
strictions. This bill provides for the ap- 
pointment of members of the state board of 
accountancy by zones. A hearing on this 
bill was held March 30th and is reported in 
another part of this Bulletin. 

Assembly bill 1722 and assembly bill 
1784 would regulate the practice of public 
accounting in New York by creating two 
classes of practitioners, certified public 
accountants and_ public accountants. 
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Under these bills no one would be permitted 
to practise accountancy without license 
under one of the two designations. The 
two bills differ in many details. 

Assembly bill 1783 provides for the 
regulation of the public practice of account- 
ancy and provides for the appointment of 
the members of the board of accountancy 
of New York. The number of members of 
the board is increased in this bill from three 
to five, and administrative procedure of 
the board is slightly changed. Penalties 
more severe than those provided in the 
present New York law are stipulated for 
the enforcement of the statute’s provisions. 
This bill is supported by the New York 
State Society of Certified Public Account- 
ants. 

Among other bills introduced in the New 
York legislature the following, if enacted, 
would be of interest to accountants. 

Assembly bill 1724 and senate bill 1406 
amend the penal law making it a misde- 
meanor to make a false statement in writing 
respecting financial condition to any state 
officer in order to obtain a state contract. 

Senate bill 1203 amends the insurance 
law by providing for insurance for account- 
ants, auditors and tax counsellors for loss 
or damage on account of neglect, omission 
or error. 

Senate bill 1160 is an amendment to the 
penal law which makes it a misdemeanor 
to communicate information derived in the 
course of employment from the books of 
accounts, records, papers or files of the 
employer. This bill has reached a third 
reading in the senate. It has been intro- 
duced in the assembly as house bill 1593. 

Senate bill 1096 amends the tax law by 
providing that an application to review any 
order or statement of account or any de- 
termination in regard to corporation tax 
must be made within ninety days after 
service of notice of determination. This 
bill passed the senate April 1st. 

House bill 225 amends the stock corpora- 
tion law by permitting investment com- 
panies to create and issue shares of stock. 
This bill passed and was sent to the 
governor March 2nd. 

House bill 472 relates to the judiciary 
law, but contains an item of interest to 
accountants. It provides that no period 
of clerkship shall be required for an appli- 
cant for admission to practise law who has 


Bulletin of American Institute of Accountants 


had at least five years’ experience in prac- 
tice as a certified public accountant and 
satisfies certain other requirements. 


Rhode Island 


In Rhode Island a bill (house, 952) re- 
lating to federal land banks has been intro- 
duced. This bill contains a clause provid- 
ing that any mortgage company issuing or 
guaranteeing bonds or certificates of in- 
debtedness of federal land banks shall 
have its accounts and consolidated state- 
ments audited at least once a year by a 
certified public accountant. 


South Carolina 


The legislature of South Carolina ad- 
journed sine die March 20th. No bills of 
interest to accountants were introduced 
during the session. 


Virginia 


House bill 458 of Virginia was approved 
March 31st. This bill provides for the 
segregation for purposes of taxation of the 
several kinds and classes of property, speci- 
fying upon what class state taxes and upon 
what class local taxes may be levied. The 
Virginia legislature adjourned March 13th. 


STATE BOARDS OF ACCOUNTANCY 


Illinois 


A new board of accountancy has been 
appointed in Illinois since the accountancy 
act of 1925 was declared unconstitutional 
by the supreme court. The new board is 
composed of the following men: Frederick 
B. Andrews, chairman, Arthur Andersen, 
secretary, and Walter F. Dodd, attorney. 


Oklahoma 


Homer C. Hammonds of Oklahoma City, 
Oklahoma, has been appointed as a member 
of the state board of accountancy to suc- 
ceed Tom D. Boydston, former secretary, 
whose term has expired. 


COMMITTEE ACTIVITIES 


Special Committee for Placements 


The special committee for placements 
reports progress in the activities of the bu- 
reau for placements, whose organization and 
functions were announced in previous issues 
of the Bulletin. 

Ten thousand copies of the brochure 
describing the opportunities in accountancy 
have been printed and are being distributed 
in response to requests by members of the 
senior classes in many colleges throughout 
the country. The text of this brochure was 
published in The Journal of Accountancy for 
April. Through the college authorities the 
bureau has developed correspondence with 
many individual students. Several thou- 
sand copies of an application form have been 
prepared, which are to be filled out by 
applicants for positions with accounting 
firms. Requests for these application 


blanks are steadily increasing in number. 
The application blank is designed to provide 
information for the prospective employer 
which will give him a general knowledge of 
the caliber of the applicant. 


While satisfactory progress has been 
made in approaching the colleges, it is 
desirable that the bureau ascertain as early 
as possible how many applicants for 
positions will be employed by members of 
the Institute. The committee strongly 
desires to learn the opinion of Institute 
members regarding the work of the bureau. 
Several of the questionnaires for accounting 
firms which were distributed with last 
month’s Bulletin have been returned, but 
many members have not yet responded. 
The committee urges each firm to send in its 
questionnaire whether it desires to employ 
men through the bureau or not, as this is 
the only means the committee has of gaug- 
ing its potential service and estimating the 
extent of its future activities. 

The bureau has already received applica- 
tions from several promising men who will 
be graduated from their respective colleges 
in June. Present indications seem to show 
that men of ability will apply for employ- 
ment through the agency of the bureau for 
placements. 

All communications should be addressed 
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to the Bureau for Placements, American 
Institute of Accountants, 135 Cedar Street, 
New York. 


Special Committee on Public Affairs 


During the past month the bureau of 
public affairs has completed the preparation 
of its letter-bulletin 6 which will deal with 
bankruptcy problems. An edition of 50,000 
copies has been authorized, and while this 
is being printed descriptive notices and 
requisition blanks will be sent to members 
and associates of the Institute. 

Public discussion of the weaknesses of the 
bankruptcy system and its misuse by the 
unscrupulous, resulting in large losses 
annually to business men, has led to the 
introduction in congress of a number of 
measures for the amendment of the national 
bankruptcy act. One of these proposed 
amendatory bills has received the endorse- 
ment of a number of national organizations, 
including the American Bar Association, the 
Commercial Law League of America and 
the National Association of Credit Men. 
The provisions of the proposed amendatory 
act are discussed in detail in the forthcom- 
ing letter-bulletin and the reasons for the 
proposed amendments together with their 
probable effect are analysed. A brief review 
of bankruptcy legislation in the United 
States is presented with an account of the 
developments of the past year in the well 
organized movement to improve bank- 
ruptcy conditions. An outline of the princi- 
pal defects in the existing bankruptcy sys- 
tem is given and the corrective measures, 
some of which are already in effect, are also 
presented. The letter-bulletin describes the 
relation of the accountancy profession to 
this important public problem and reviews 
the part that the Institute and its member- 
ship have taken in the movement to correct 
existing evils. 

It is expected that the letter-bulletin will 
be in great demand by trade organizations 
of all kinds, by credit men, bankers, and 
attorneys as it is believed that it contains 
the latest and most detailed presentation of 
facts relative to bankruptcy conditions. It 
is urged that members and associates of the 
Institute notify the committee promptly 
upon receipt of requisition blanks of the 
number of copies they wish for circulation. 


Following the publication of letter-bulle- 


tin 5 on federal arbitration, the bureau has 
been called upon to perform important 
services in a number of states where efforts 
are being made or are planned for the enact- 
ment of state laws which will make fully 
effective the new federal act dealing with 
this subject. Several reports have been 
compiled at the request of members and 
associates in various states and much mis- 
cellaneous information has been sent to 
inquirers who are desirous of advancing the 
commercial arbitration movement. Less 
than 2,000 copies of the edition of 25,000 are 
now available, and it is expected that these 
will be needed by the various committees 
and organizations which will take steps 
during the coming year to present facts rela- 
tive to arbitration to business men and 
to organizations as well as to legislators. 

The American Arbitration Association, in 
a recent bulletin which was distributed to 
thousands of business men and organiza- 
tions, described the part that the American 
Institute of Accountants has performed in 
advancing the arbitration movement. 

The Savannah Credit Men’s Association 
sent a special letter to its membership de- 
scribing letter-bulletin 5 on federal arbitra- 
tion and notifying its members that copies 
may be had at the offices of the Institute. 

The San Francisco chamber of commerce 
submitted to its arbitration committee 
copies of letter-bulletin 5 and wrote to this 
committee that it believes that the San 
Francisco members and associates of the 
Institute can be of real help in the campaign 
for the enactment of a new arbitration law 
in California by the next session of the 
legislature. 

The Chicago Association of Credit Men 
published in the March issue of Credit Kraft 
an item descriptive of letter-bulletin 5 on 
federal arbitration with an announcement 
that copies were available to members. A 
similar notice was published in the bulletin 
of the Toledo Association of Credit Men. 

A supply of copies of letter-bulletin 5 was 
provided for the Chicago Furniture Manu- 
facturers Association at the request of its 
secretary who is a member of the committee 
on arbitration of the Chicago Association of 
Commerce. 

In writing for a set of the letter-bulletins 
published by this committee a Californian 
said: ‘‘As a practising public accountant I 
find that these splendid bulletins provide a 
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very valuable source of current information 
and are indeed a worthy contribution to 
their respective fields.”’ 


Seventy-six distinct items of public 
service performed by members and asso- 
ciates of the Institute were entered in the 
records of the bureau during March. 
Thirty reports blanks were received and 
information relative to other public services 
was obtained from other sources. Mem- 
bers and associates made 25 speeches 
during the month, wrote and published 29 
articles and performed 22 items of public 


service apart from speaking and writing. 

At the head of an article by George E. 
Hutchison of Chicago appearing in The 
Black Diamond, appeared the following an- 
nouncement: ‘‘Mr. Hutchison is a member 
of the American Institute of Accountants, 
which body has worked very closely with 
the treasury department officials in an 
endeavor to improve the income-tax laws 
and regulations, and he is also a member 
of the Illinois Society of Certified Pub- 
lic Accountants, and is the consulting ac- 
countant for the Chicago Coal Merchants 
Association.” 


NEWS OF LOCAL SOCIETIES 


Colorado Society of Certified Public 
Accountants 


The Colorado Society of Certified Public 
Accountants held its regular monthly meet- 
ing at the Albany hotel, Denver, March 
23rd. The subject of the meeting was 
the local water board’s method of account- 
ing. F.G. Stackhouse, George D. Begole, 
Clem W. Collins and other members of the 
society participated in the discussion. 
Louis C. Linck, president of the society, 
presided. 


Connecticut Society of Certified 
Public Accountants 


The annual meeting of the Connecticut 
Society of Certified Public Accountants 
was to have been held April 14, 1926, at 
the Hofbrau Haus, New Haven, Connecti- 
cut. A report of the proceedings will ap- 
pear in the next issue of the Bulletin. 


Georgia Society of Certified Public 
Accountants 


The Georgia Society of Certified Public 
Accountants is making plans to undertake 
a publicity campaign modeled somewhat 
upon the activities of the bureau of public 
affairs of the American Institute of Ac- 
countants. 

The chairman of the standing committees 
of the Georgia Society have been appointed 
for the year 1926. They are as follows: 


Committee on education, M. H. Barnes. 
Committee on legislation, H. T. Amason. 
Committee on meetings, W. C. Jackson. 


ATLANTA CHAPTER 


At a recent meeting of the Georgia 
Society of Certified Public Accountants a 
charter was granted the Atlanta chapter of 
the society, which was organized February 
27, 1926. The following officers of the 
chapter were elected: C. R. Dawson, 
chairman; Edward Richardson, 1st vice- 
chairman; James L. Respess, 2nd _ vice- 
chairman; T. W. Noel, secretary and A. W. 
Clapp, treasurer. 


Massachusetts Society of Certified 
Public Accountants 


A meeting of the Massachusetts Society 
of Certified Public Accountants was held 
March 22nd at the chamber of commerce 
building, Boston. The meeting was de- 
voted to a discussion of the report on the 
Massachusetts corporation excise-tax law, 
prepared by a special committee appointed 
by the president of the society. 

The committee consisted of the following: 
J. Chester Crandell, chairman, George L. 
Bishop, Frederick Bond Cherrington, Fred- 
erick M. Kehn and Raymond D. Willard. 


Missouri Society of Certified Public 
Accountants 


The St. Louis chapter of the Missouri 
Society of Certified Public Accountants 
held a meeting March 25th at the City 
club, St. Louis. A dinner was served at 
6 P. M. and the business meeting started at 
7. Professor W. S. Krebs of Washington 
University delivered an address on ac- 
counting education. 
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New York State Society of Certified 
Public Accountants 


The regular meeting of the New York 
State Society of Certified Public Account- 
ants was held April 12th, at the Waldorf- 
Astoria hotel, New York. The subject of 
the meeting was codperation between ac- 
countauts and bankers, and the principal 
address was delivered by J. Whitney 
Richmond. 


Pennsylvania Institute of Certified 
Public Accountants 


A meeting of the Pennsylvania Institute 
of Certified Public Accountants was held 
March 24th at the City club, Philadelphia. 
The subject for discussion was the practical 
application of budgets. Chester E. Weger, 
of New York, addressed the meeting on this 
subject. The problems of budgeting are be- 
coming more and more important in the 


practice of accountancy and the choice of 
subject was considered fortunate. The 
members of the Institute gave a vote of 
thanks to the speaker. 

The annual meeting of the Pennsylvania 
Institute will be held April 19th at the Art 
club, Philadelphia. Reports of officers 
and committees, and applications for mem- 
bership will be considered. Officers to be 
elected are president, vice-president, treas- 
urer, and two members of the council for a 
term of two years. 


Chartered Accountants Students’ 
Association of Ontario 


The Chartered Accountants Students’ 
Association, Ontario, elected officers at a 
meeting held March 2nd. The results of 
the election were as follows: President, A. 
Ross MacKenzie; vice-president, Edward 
Cross; secretary, R. F. Bruce Taylor, and 
treasurer, W. R. Kay. 


REVIEWS 


A. J. EBY—“*‘COMMERCIAL TEACHING AS 
A PROFESSION” 


Address delivered before the Pennsyl- 
vania State Education Association, Scran- 
ton, Pennsylvania, December 31, 1925. 


The speaker introduced his address by giving his 
conception of the importance of commercial teaching. 
The educational standards of business schools and 
the ability of commercial instructors bear a heavy 
responsibility for the conduct of the business men 
whom they send out into the commercial world. 
The correct training of a commercial teacher should 
consist of a proper correlation of technical and pro- 
fessional subjects. He should have a knowledge 
of the sciences and arts and he should be a master 
of the technique of business, such as bookkeeping— 
involving mathematics, commercial law and Eng- 
lish—shorthand, typewriting, etc. A commercial 
teacher should be aware of the attributes which will 
be expected of his students by business men when 
the students enter active commercial life. This 
information may be obtained through question- 
naires or by personal interviews with employers. 
The commercial teacher must be an example to his 
students. His methods of procedure must be cor- 
rect, because he is bound tobe the object of emulation. 
Therefore, no commercial teacher should enter upon 
instruction without previous experience in the busi- 
ness world. The speaker said that a year or longer 
in commercial practice is almost a necessity to any 
commercial teacher. 
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HERBERT C. FREEMAN—‘CONTROL OF 
STOCKS OF MERCHANDISE” 


Official publication of the National 
Association of Cost Accountants, August 
15, 1925. 


Mr. Freeman in his article outlines briefly the 
nature of the business of a specific company, stating 
the system of cataloguing, the types and number of 
units of merchandise, and the plan of division of the 
business into departments. It is his belief that the 
individual plant must be the basis of control of large 
stocks of merchandise. He then proceeds to trace 
the shipment of merchandise through the various 
departments, showing how constant and accurate 
checks are provided without unnecessary handling of 
the physical stock. For this purpose there exist 
several departments, such as the receiving depart- 
ment, the releasing department, examining depart- 
ment and the accounting department, whose titles 
indicate their several functions. The writer goes on 
to describe the merchandise floors, or stock rooms, 
where the physical merchandise may be stored, and 
and where adequate provision is made for the possi- 
bility of rapid turnover. No record control is main- 
tained over quantities in open stock. The mechan- 
ics of the system of filling orders is next described, as 
well as the stock-record department, which contains 
complete files of orders placed. At regular periods 
physical inventories are taken by clerks and these 
inventories are checked by the stock-record depart- 
ment against the data assembled in their files and 
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records. The writer closes by stating that constant 
experiment and change takes place in the methods of 
controlling merchandise. The ideal before the exec- 
utives is to use the last piece of merchandise on 
hand each season to fill the last order received from a 
particular catalogue. 


THEODORE I. SCHNEIDER—“ THE ADVAN- 
TAGES OF A BUDGET SYSTEM” 


Series of articles published in Women’s 
Apparel Merchant Magazine, December, 
1925; January and February, 1926. 


In the first of this series of articles Mr. Schneider 
indicates the necessity for an adequate budget system 
in the wearing-apparel business. Raw materials 
and garments must be bought in advance of the 
selling season. Climatic, economic and fashion 
conditions may seriously alter the value of stock. 
The budget system for such an industry embraces 
sales, purchases, manufacturing and overhead ex- 
penses based on past experiences. A budgetary con- 
trol system provides for a correct relation of pur- 
chases to sales so that there will not be an excess of 
stock unsold at the close of the season. 

In the second article, Mr. Schneider explained 
that the stockhouse, if scientifically controlled, could 
be most lucrative. A budget system for stockhouses 
requires: first, statistics of past experiences; second, 
the assembling of statistics of other stockhouses and 
comparing them with one’s own experiences; third, 
control records reflecting expected results, and actual 
performances, and analyzing the fluctuations between 
estimated and actual figures. The gathering of 
figures concerning one’s own experiences entails data 
on variation in past sales, estimated future sales on 
this basis, direct and indirect cost of finished goods, 
selling and delivery expenses, administrative and 
general expenses. The question of inventory is im- 
portant. Points must be established at which 
maximum and minimum stocks are to be carried, 
based on prospective sales. The points of maximum 
and minimum purchases and the periods for inven- 
tory must be estimated from a study of the monthly 
fluctuations in sales of prior periods. Customers’ 
returns must be considered in budgeting purchases. 
Control of discounts and allowances is interlocked 
with sales, purchases, inventories and returns. The 
term ‘‘cost’”’ includes not only the expense of labor 
and material in the garment business, but also book- 
keeping;, legal and professional costs, collection, re- 
cording and computing costs, etc. Guess-work and 
approximations should have no place in computing 
the cost of doing business. Accuracy makes for 
efficiency and increased profits. 

In the third article of the series, Mr. Schneider 
discusses the budgeting and control of the items con- 
stituting overhead. All items of overhead are based 
on net sales and therefore all items of cost should be 
expressed on the same basis. The use of round 
figures is to be avoided and scientific computation 
substituted. The cost of merchandise must yield 
a gross profit to cover overhead plus a net profit to 
the merchant, and the activities of the year must be 
so arranged that this consummation may be realized. 
The item of gross profit should be estimated each 
month and compared with the budget figures. This, 
of course, requires a monthly inventory which may 
be determined by physical count, by records in the 
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books of account or by the use of a perpetual stock 
record. The writer gives illustrations in explanation 
of these methods. After determining the cost of 
merchandise sold and the gross profit for budget 
purposes, it is important to budget selling and deliv- 
ery expenses. The sales policy should be attentive 
to the variation between actual and estimated ex- 
penses. Salaries, wages and all other cost items 
should be classified by the nature of service performed, 
so that the merchant may determine which depart- 
ments are contributing to the final profit or loss. 
Bad debts may be curtailed by a sound credit policy. 
Fire, water-damage, burglary, workmen’s-compensa- 
tion and public-liability insurance must be carried. 
Rates on borrowed money will be affected by ineffi- 
cient administration or an abnormally low turnover 
of accounts receivable or an insufficient amount of 
capital for the volume of sales. 


H. T. SCOVILL—“‘COST AND SELLING 
PRICE” 


Article published 
News, March, 1925. 


A comparison of the complexity of modern life 
with the simple economy of our ancestors con- 
stitutes the writer's opening paragraph. Mr. 
Scovill enumerates ten major demands of the human 
being—desires upon which are based 20,000 different 
occupations and a most intricate economic and social 
structure. One-tenth of the population of the 
United States is producing from the soil, feeding the 
nation in return for multifarious services performed 
by the remaining nine-tenths of the country’s in- 
habitants. The involved societal structure which 
results leads easily to the following question: “If 
money values arise as a result of supply and demand 
in all cases, what effect does cost accounting have on 
society as a whole?’”’ The writer says that cost ac- 
counting is valuable in so far as systems are installed 
to regulate unprofitable production and distribution. 
However, the industrial manager informed of his 
costs is apt to meet ruinous competition from rivals 
who in ignorance of costs sell without profit, even to 
their own ultimate destruction. It is a fallacy that 
such sacrificial selling is beneficial to the public, for 
every business failure causes losses to other firms 
which result in higher prices. However, it is not 
always easy for the cost accountant to determine just 
when to discontinue what seems to be an unprofitable 
production. Sometimes the unfavorable condition 
is only temporary, and a change may be recom- 
mended. Often a product is purposely sold below 
cost, the loss being assumed by other commodities 
which can command a higher figure. Again, the 
costs of two products such as different kinds of 
lumber or various grades of fish, may be approxi- 
mately equal, while the demand (or lack of it) dis- 
torts the market price out of fair proportion to the 
costs of production. 


VICTOR H. STEMPF—“ PREPARATION OF 
AUDITED STATEMENTS” 

An address delivered before the St. Louis 
Chapter of the Robert Morris Associates, 
St. Louis, December 1, 1925. Printed in the 
bulletin of the Robert Morris Associates for 
February, 1926. 


in Manufacturers’ 
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Mr. Stempf opened his address by quoting several 
authorities on the necessity of certification of state- 
ments for credit purposes. He defined the audit 
briefly as the examination, adjustment and certifica- 
tion of accounts, and quoted the federal reserve 
board’s ‘‘ Approved methods for the preparation of 
balance-sheets,”’ in which certified statements are 
divided into two classes: the balance-sheet audit 
without personal supervision of inventory or ap- 
praisal of assets, Pons yrtoomendred verified with per- 
sonal supervision and appraisal. The speaker said 
that there was no question as to the respective values 
of the two kinds of audit, but called attention to the 
impossibility of always using the more thorough 
and more expensive complete audit. The banker 
wishes to know whether conditions justify a loan 
or not. He does not contemplate becoming a per- 
manent partner in the enterprise in question. The 
accountant can not alter present business conditions. 
He is expected to conform to the wishes of his client 
and he must accept the limitations placed upon him 
and perform the best possible work under the condi- 
tions he finds. When a business requires additional 
permanent capital an exhaustive investigation is 
proper and usual. Such an investigation should sub- 
stantiate the ownership and value of all assets; cost 
and replacement value of fixed assets; the fair value 
of current assets, and the value of intangible assets 
and should include a determination of all accounta- 
bilities—verifying liabilities due, accrued or con- 
tingent. An investigation of this kind requires the 
services of valuation engineers and qualified ap- 

raisers, as well as accountants. The speaker then 

riefly outlined the procedure which should be fol- 
lowed by an accountant in such circumstances. He 
mentioned the confusion which exists in the minds 
of laymen in their conception of a detailed audit and 
explained that the definition varies according to the 
conditions in the firm under scrutiny. Internal con- 
trol, consisting of records, distribution of labor and 
mechanical safeguards, often obviates the necessity 
of extended investigation. The competent auditor 
makes a thorough survey of existing methods as a 
rule and guide for his procedure in the audit. He is 
equipped to exercise professional judgment upon the 
condition of the records and the extent of internal 
control as a basis for the audit programme. 

Audited statements incident to the extension of 
commercial credit are more common than thorough 
investigations for investment purposes and they do 
not necessarily deal with capital assets, for the 
commercial banker is chiefly interested in the current 
conditions. 

The speaker here deliberately indulged in a digres- 
sion upon the awkwardness of the calendar year, and 
he strongly advocated the establishment of a fiscal 
year closing shortly after the peak season of each 
business. 

The commercial banker, continued the speaker, 
needs only the essential elements of net sales, net 
profits and details of income and loss to make his 
credit analysis, and the balance-sheet audit which 
supplies him with this information today involves 
a verification of assets and liabilities together with 
a substantial test of underlying operating details. 
The accountant must be something of an appraiser, 
something of a merchant, something of an engineer, 
in so far as principles are concerned, but he can not 
be expected to be a master of the technical knowledge 
of all these vocations. He should satisfy himself of 


the accuracy of accounts through the application of 
substantial tests. The speaker then described how 
a statement may be drawn up and how the various 
items may be subjected to such tests. The speaker 
concluded by stating that an accountant’s certificate 
is the essence of his report. Any qualification not 
otherwise expressed in the balance-sheet should be 
expressed in this certificate and the phraseology of 
the certificate demands careful thought. Several 
specimen certificates were used as illustrations. Any 
limitations imposed on the accountant by agreement 
with the client should be mentioned in the descrip- 
tion of balance-sheet classifications or in the accom- 
panying certificate. 


URBAN F. VON ROSEN—“FIVE WASTES IN 
DISTRIBUTION” 


Address delivered before the Codperative 
club of Cleveland and the Kiwanis club of 
Elyria, October 29, 1925. 


The speaker announced that his talk was one of a 
series being given all over the country as part of the 
programme of management week, the purpose of 
which was to improve the art of management in de- 
veloping methods to increase the profits of the 
owner, the wages of the worker and to decrease the 
cost of living for the consumer or, if possible, to 
accomplish all three things. The functions of indus- 
try are production and distribution. Some reduc- 
tion of the costs of production has already taken 
place, but the distribution costs have been growing to 
unwieldy proportions and it is estimated that they 
now cover nearly half the cost of production. Some 
of the causes of wastes in distribution are: 


1. Lack of standardization of sizes and style and 
unnecessary complexity of parts. 

2. Insufficient knowledge of market conditions. 

3. Lack of sufficient control over production. 

4. Too slow a turnover of merchandise and 
accounts. 

5. Avoidable credit losses. 


The speaker stated that the last two phases 
would receive his greater attention as being more 
within the realm of a certified public accountant. 

Too great a variety in certain lines of merchandise 
increases cost of distribution. Possible economy in 
this direction is illustrated by the fact that electric- 
lamp bases were a few years ago manufactured in 
seventy-nine varieties, while today six styles satisfy 
all the customer’s demands—permitting a retailer to 
carry a much smaller investment in merchandise 
than before. Standardization of size and style will 
help to eliminate waste. Some sales campaigns 
show an insufficient knowledge of market conditions. 
Great waste occurs in expending sales efforts in ter- 
ritories where the potentialities are insufficient to 
warrant the cost. Lack of sufficient control over 
production is another contributory cause of waste. 
Over-accumulation of goods and over-expansion in 
equipment is a danger. Too slow a turnover of 
merchandise leads to great waste in distribution, and 
yet this factor is under the control of every whole- 
saler and retailer. The high carrying charges in- 
creased by slow turnover of stock often warrant sell- 
ing ataloss. Quick turnover leads to greater net 
profits. The carrying of accounts receivable is an 
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expense which may be eliminated, or at least reduced. 
An efficient credit department can release much 
profit tied up in accounts receivable. Every mer- 
chant must include in his selling price an amount 
sufficient to cover credit losses. Financial state- 
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ments verified by reputable accountants, education 
of the public to appreciate seriousness of the offense 
of submitting false financial statements, and certain 
alterations in the federal bankruptcy act would do 
much to cut down waste. 


COURT DECISIONS 


Utah 


The supreme court of Utah, in the case 
of McLaughlin et al. v. Cluff, attorney general, 
et al., held that bonds of a Utah corporation 
in possession of a nonresident at the time 
of his death in a foreign state were not 
“property within the jurisdiction of the 
state’’, so as to be subject to inheritance or 
transfer tax. The bonds were of the Union 
Pacific Railroad Company, which is a corpo- 
ration organized pursuant to the lawsof Utah. 
The owner was Albert, prince of Monaco, 
who died in Paris, France. The bonds were 
issued in New York and secured by a deed 
of trust to a New York trust company. 
The bonds were actually or physically never 
within the state of Utah. The supreme 
court held that these bonds were not 


property within the jurisdiction of the state 
so as to be subject to taxation. 


West Virginia 


The statutory penalty for failure of prop- 
erty owner to return property for taxation 
is constitutional and valid. Subsequent 
entry on the property book of personal 
property omitted in former years and the 
levying of taxes with interest against such 
property do not relieve defaulting tax- 
payer from statutory penalty. If delayed 
return is made, and property is entered on 
property book before the end of the assess- 
ment year, taxpayer is not liable for statu- 
tory penalty. (State versus Page, C. C. 
No. 339, supreme court of appeals of West 
Virginia, October 20, 1925.) 


OBITUARY 


Arthur E. Chandler 


Arthur E. Chandler, Akron, Ohio, died 
April 1st. Mr. Chandler had been an active 
member of the American Institute since 
1920. He was a certified public accountant 
and a member of the firm of Chandler, 
Murray & Chilton. 


Forbes Dunderdale 


Forbes Dunderdale, New York, member 
of the American Instituteof Accountantsand 
acertified publicaccountant, died March 3rd, 
in his 67th year. At the time of his death 
he was practising on his own account. He 
had been a member of the Institute since 
1916. 


Walter H. Firth 


Walter H. Firth, member of the American 
Institute of Accountants, died of pneu- 


monia, March 14th, in Milwaukee, Wiscon- 
sin. At the time of his death he was 
associated with Price, Waterhouse & Co. 
He was admitted to membership in the 
Institute in 1921. 


Cc. A. Gano 


C. A. Gano, member of the firm of Gano 
and Cherrington, Cincinnati, Ohio, died 
suddenly March 27, 1926. Mr. Gano was 
fifty-eight years of age and had been a 
member of the American Institute of Ac- 
countants since 1916, and of the American 
Association of Public Accountants, the pred- 
ecessor of the Institute. He was a certified 
public accountant of Ohio and at the time 
of his death was president of the Ohio 
Society of Certified Public Accountants and 
a director of the Southern Ohio chapter of 
the American Institute. 
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HERE AND THERE 


Bernstein & Feiring announce the re- 
moval of their offices to 1540 Broadway, 
New York. 

J. C. Gray and W. H. Campbell announce 
the formation of a partnership, under the 
name of Gray & Campbell, with offices at 
189 St. James street, Montreal, Canada. 


Haskins & Sells announce the removal of 
their office in Berlin, Germany, from 53 
Franzoesische Strasse to 57 Unter den 
Linden. 


Horwath & Horwath, Chicago, announce 
removal of their office April 1st, to the Straus 
building, Michigan and Jackson avenues. 


Lingley, Baird & Dixon announce the 
removal of their offices to 41 Maiden lane, 
New York. 


W. A. Paton and F. E. Ross have formed 
a partnership under the name of Paton & 
Ross, with offices in the State Savings Bank 
building, Ann Arbor, Michigan. 


Peat, Marwick, Mitchell & Co. announce 
the opening of an office at 607 Dexter 
Horton building, Seattle, Washington. 


Glenn O. Williams Co. announces the 
removal of offices on April 1, 1926, to 1223 
Commerce building, Rochester, New York. 

* * * * 


The following information is derived from 
reports sent in by members and associates 
on blanks distributed by the bureau of 
public affairs: 


Jacob Auer of Chicago addressed the 
real-estate men of Miami, January 20th, 
and of Daytona, January 22nd, on Florida 
land deals versus federal income taxes. 


Albert T. Bacon, Chicago, wrote an 
article on a phase of cost accounting as 
related to the canning industry, which 
appeared in The Canning Trade for Febru- 
ary. 


Charles Banks, Chicago, wrote an article 
on the modern trend of arbitration for the 
Investment News of February 20th. 
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L. G. Battelle, Dayton, addressed the 
lumber-yard management class of Antioch 
college, February 18, on cost accounting for 
retail lumber yards. 


David Berdon, New York, was the author 
of an article, ‘‘ Your financial statement,” 
which was published in the March issue of 
Dresses. 


Wilmer Black, Baltimore, addressed the 
Baltimore Furniture and Bedding Manu- 
facturers Association, January 25th, on 
taxation. 


W. B. Castenholz, Chicago, is the author 
of an article on factory cost accounting 
which appeared in the February 20th issue 
of the Manufacturers’ News. 


Clem W. Collins, Denver, addressed the 
members of the Sunnyside Improvement 
Association of Denver, March 16th, on 
taxation, and the Congress of Women’s 
Organizations of Denver, March 18th, on 
the complete revaluation of Denver for 
assessment purposes. 


Horace G. Crockett, New York, addressed 
the first international regional conference of 
the National Association of Cost Account- 
ants at Buffalo, February 19th, on selling 
costs and a proper basis of salesman’s 
compensation. 


J. D. M. Crockett, Kansas City, was 
elected treasurer of the Kansas City chapter 
of the National Association of Cost Ac- 
countants, organized March 24th. 


Edward J. Dillon, Kansas City, has been 
elected secretary of the recently formed 
Kansas City chapter of the National 
Association of Cost Accountants. 


Aaron J. Eby has been elected president 
of the commercial division of the Pennsyl- 
vania State Education Association for 1926. 


Arphaxad Foy, Detroit, is the author of 
an article on inventory accounts and the 
general accountant, published in the bulle- 
tin of the National Association of Cost 
Accountants for February. 
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DeWitt C. Eggleston, New York, is the 
author of a book, Auditing Procedure, 
published this month. 


A. S. Fedde, New York, spoke on the 
new income-tax law, from station WHAP 
of New York, March Ist. 


W. J. Forster, New York, as chairman 
of the accountants’ committee of the Hotel 
Association of New York, on March 22nd 
presented to the executive committee of the 
association a uniform system of accounts 
on which the committee has been working 
for the past six months. The system has 
been approved by the Hotel Association. 
Printed copies of the manual have been 
ordered for distribution to hotel accountants 
and managers. 


Spaulding F. Glass, Kansas City, Mis- 
souri, wrote a review of the tax situation in 
relation to building and loan associations, 
which was published in the January issue of 
the Thrift Bulletin, the organ of the Kansas 
state league of building and loan asso- 
ciations. 


Lewi Gluick, West Palm Beach, con- 
ducted an income-tax department, an- 
swering questions from readers, in the 
Palm Beach Times, the Stuart Daily News, 
the Fort Pierce Record and the Vero Beach 
Press, from December 28th to March 13th. 


Joel Hunter addressed the Atlanta Wom- 
an’s club, February 8th, on the position of 
the United States before the world; the 
City club of Atlanta, February 22nd, on 
George Washington, and the graduating 
class of the school of business administra- 
tion of Emory university, March 15th, on 
the allocation of profits between a yarn 
mill and a cloth mill under the same 
ownership. 


George E. Hutchison, Chicago, is the 
author of an article, ‘‘ Pointers on the new 
income-tax law,’’ which was published in 
the Black Diamond for March. 


Orrin R. Judd, New York, discussed will 
contests at a meeting of the trust company 
section of the American Bankers Associa- 
tion at New York, February 17th. 


J. H. Kauffman, Columbus, Ohio, was 
the author of an article on accountancy in 
government, which appeared in Highway 
Topics for January. Mr. Kauffman is a 
director of the League for Accountancy in 
Government. ‘“‘What to do about taxes” 
was the title of an article by Mr. Kauffman, 
which appeared in the February issue of the 
Ohio Woman Voter. 


Roy B. Kester of Columbia University, 
spoke before the Scranton chapter of the 
National Association of Cost Accountants, 
March 24th, on the workings of the re- 
search department of the association. 


Judson E. Krueger, San Francisco, is 
conducting a course in the basic theory of 
accounting, under the auspices of the ex- 


_ tension division of the University of Cali- 


16 


fornia. 


A. D. Lewis, Casper, Wyoming, dis- 
cussed the federal income tax at a meeting 
of the Casper Lions club held March 3rd. 


Arthur M. Loomis, Los Angeles, ad- 
dressed the Rotary club of Hollywood, 
March 31st, on business ethics. Mr. 
Loomis arranged and conducted the pro- 
gramme on international goodwill for the 
Los Angeles Rotary club on March 26th. 
There were representatives from twenty- 
five countries at the meeting. 


John T. Madden, New York, addressed 
the New York province of the Newman 
club, January 10th, on teaching as a life 
work. Dr. Madden will deliver an address 
on education for the profession before the 
International Accountants’ Congress, Am- 
sterdam, Holland, July 6th. 


Samuel Newberger, New York, is the 
author of articles on tax matters which have 
appeared during February and March in 
the Brooklyn Times, Highway Transporta- 
tion, New York University Alumnus, the 
American Restaurant, Fruit Trade Journal, 
Northwestern Merchant and the New York 
Commercial. 


Herbert M. Temple, St. Paul, has been 
elected governor of the Society of Colonial 
Wars of the state of Minnesota. 


